Investment Research — General Market Conditions

13 September 2017

Finland Research
Stronger growth pushing debt ratio down


The Finnish economy steamed ahead in Q2 17 as well. GDP rose 3% y/y in H1 and FY
2016 has been revised up to 1.9%. Leading indicators continue to be elevated. We have
revised our forecast higher for 2018 and expect Finnish GDP to grow 2.8% in 2017 and
1.8% in 2018. Finnish GDP is still below the previous peak and the economy is cruising
towards potential output, which it may reach soon. Future growth depends on structural
reforms and labour participation, which is well below other Nordic countries.



Private consumption continues to grow 2% in 2017. Rising inflation and low wage
growth challenge purchasing power, but better employment, high confidence, an
income tax cut and cheap debt have kept consumption on a growth track. Industrial
wage negotiations later this year are likely to lead to modest wage rises.



The housing market is divided geographically and by type of housing. A demographic
shift towards smaller families and migration to growth centres has increased demand
for small apartments. Strong demand has raised prices and fuelled a construction boom
in Helsinki and some other towns, while dwelling prices have dropped in some parts.



Exports of goods and services rose 7.9% in Q2 and business surveys imply growing
order books. The outlook is better thanks to growth in export markets, especially
Russia, improving price competitiveness, several large ship orders and new production
facilities in forest and automotive industries. Growing demand, higher confidence and
low interest rates have boosted manufacturing investment too.



Public finances are getting stronger due to economic growth and earlier austerity
measures. The central government budget for 2018 is likely to have a EUR3bn euro
deficit, a significant improvement from the EUR5.4bn expected in 2017. The general
government debt-to-GDP ratio peaked in 2015, as revisions to 2016 GDP and better
growth outlook have improved debt dynamics. Structural reforms are still needed to
manage the needs of an ageing population and to boost potential growth, however,
otherwise debt ratio could resume its rising trend in the medium run. The rating outlook
is getting brighter, but rating agencies are likely to need further evidence of sustained
improvement, before raising ‘AA+/Aa1’ sovereign credit ratings.

Confidence is high

Source: Macrobond Financial

Debt-to-GDP growth slows down

Source: Macrobond Financial

Table 1. Danske Bank forecasts
FINLAND
GDP, %
Unemployment rate, %
Inflation, %
Earnings, %
Housing prices, %
CA, % of GDP
Public debt, % of GDP

Current forecast
2016
2017
1.9
2.8
8.8
8.5
0.4
0.7
1.2
0.2
1.0
1.5
-1.1
0.4
63.1
63.0

2018
1.8
8.0
1.1
1.5
1.5
-0.4
62.4

Previous forecast
2016
2017
2.8
1.5
8.4
7.9
0.9
1.0
0.4
1.1
1.0
1.5
-1.1
-0.9
64.0
64.2

Source: Danske Bank

Pasi Kuoppamäki
Chief Economist
Danske Bank Finland
+358 10 5467715
pasi.kuoppamaki@danskebank.fi

Important disclosures and certifications are contained from page 2 of this report.

www.danskeresearch.com

Finland Research

Disclosures
This research report has been prepared by Danske Bank A/S (‘Danske Bank’). The author of this research report is
Pasi Kuoppamäki, Chief Economist.
Analyst certification
Each research analyst responsible for the content of this research report certifies that the views expressed in the
research report accurately reflect the research analyst’s personal view about the financial instruments and issuers
covered by the research report. Each responsible research analyst further certifies that no part of the compensation
of the research analyst was, is or will be, directly or indirectly, related to the specific recommendations expressed
in the research report.
Regulation
Danske Bank is authorised and subject to regulation by the Danish Financial Supervisory Authority and is subject
to the rules and regulation of the relevant regulators in all other jurisdictions where it conducts business. Danske
Bank is subject to limited regulation by the Financial Conduct Authority and the Prudential Regulation Authority
(UK). Details on the extent of the regulation by the Financial Conduct Authority and the Prudential Regulation
Authority are available from Danske Bank on request.
Danske Bank’s research reports are prepared in accordance with the recommendations of the Danish Securities
Dealers Association.
Conflicts of interest
Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high-quality
research based on research objectivity and independence. These procedures are documented in Danske Bank’s
research policies. Employees within Danske Bank’s Research Departments have been instructed that any request
that might impair the objectivity and independence of research shall be referred to Research Management and the
Compliance Department. Danske Bank’s Research Departments are organised independently from, and do not
report to, other business areas within Danske Bank.
Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes
investment banking revenues, but do not receive bonuses or other remuneration linked to specific corporate finance
or debt capital transactions.
Financial models and/or methodology used in this research report
Calculations and presentations in this research report are based on standard econometric tools and methodology as
well as publicly available statistics for each individual security, issuer and/or country. Documentation can be
obtained from the authors on request.
Risk warning
Major risks connected with recommendations or opinions in this research report, including as sensitivity analysis
of relevant assumptions, are stated throughout the text.
Expected updates
None.
Date of first publication
See the front page of this research report for the date of first publication.

General disclaimer
This research report has been prepared by Danske Bank (a division of Danske Bank A/S). It is provided for
informational purposes only. It does not constitute or form part of, and shall under no circumstances be considered
as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financial instruments (i.e. financial
instruments mentioned herein or other financial instruments of any issuer mentioned herein and/or options,
warrants, rights or other interests with respect to any such financial instruments) (‘Relevant Financial Instruments’).
The research report has been prepared independently and solely on the basis of publicly available information that
Danske Bank considers to be reliable. While reasonable care has been taken to ensure that its contents are not untrue
or misleading, no representation is made as to its accuracy or completeness and Danske Bank, its affiliates and
subsidiaries accept no liability whatsoever for any direct or consequential loss, including without limitation any
loss of profits, arising from reliance on this research report.
The opinions expressed herein are the opinions of the research analysts responsible for the research report and
reflect their judgement as of the date hereof. These opinions are subject to change and Danske Bank does not
undertake to notify any recipient of this research report of any such change nor of any other changes related to the
information provided herein.
This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom or
the United States.
This research report is protected by copyright and is intended solely for the designated addressee. It may not be
reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank’s prior written
consent.

2|

13 September 2017

www.danskeresearch.com

Finland Research

Disclaimer related to distribution in the United States
This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets
Inc., a U.S. registered broker-dealer and subsidiary of Danske Bank A/A, pursuant to SEC Rule 15a-6 and related
interpretations issued by the U.S. Securities and Exchange Commission. The research report is intended for
distribution in the United States solely to ‘U.S. institutional investors’ as defined in SEC Rule 15a-6. Danske
Markets Inc. accepts responsibility for this research report in connection with distribution in the United States solely
to ‘U.S. institutional investors’.
Danske Bank is not subject to U.S. rules with regard to the preparation of research reports and the independence of
research analysts. In addition, the research analysts of Danske Bank who have prepared this research report are not
registered or qualified as research analysts with the NYSE or FINRA but satisfy the applicable requirements of a
non-U.S. jurisdiction.
Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial Instrument
may do so only by contacting Danske Markets Inc. directly and should be aware that investing in non-U.S. financial
instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be registered with the U.S.
Securities and Exchange Commission and may not be subject to the reporting and auditing standards of the U.S.
Securities and Exchange Commission.

Report completed: 13 September 2017, 06:13 GMT +1
Report first disseminated: 13 September 2017, 09:15 GMT +1

3|

13 September 2017

www.danskeresearch.com

